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ECONOMIC TRENDS REPORT - SWEDEN 
KEY ECONOMIC INDICATORS: SWEDEN 
All values converted to millions of U.S. dollars and rounded. 


PERCENTAGE CHANGE FROM PREVIOUS YEAR 
AT CONSTANT 1975 PRICES 


(except where parenthesized) 


Estimates By Outgoing 
Swedish Government 

GDP BY COMPONENTS Current Prices 
1981 
Private Consumption 58,500 
Total Public Consumption 33,450 
(of which: Central Government) 10,120 
Gross Investment 21,560 
Inventory Formation (and as % of GDP) - 830 
Exports of Goods and Services 34,500 
Imports of Goods and Services 34,830 
GDP at constant 1975 prices 62,650 
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Exports, of goods f.o.b., at current prices 28,410 27,900 31,400 
U.S. Share of Export Value in percentage 6.3. N/A N/A 
Imports, of goods c.i.f. 28,810 27,430 30,300 
U.S. Share of Import Value in percent B28 __N/A N/A 


Balance of Trade - 400 + 470 +1,100 
Balance on Current Account -3,105 -2,400 ~1,800 
Balance on Capital Account +3,607 N/A N/A 
Foreign Exchange Reserves:Year-End and 9/15/82 4,040 3,340 N/A 


MEMORANDUM ITEMS Percentage Change 


1981 1982(est.) 1983(est.) 
Industrial Production: Volume - 3. + 3.0 + 4.5 
Real Disposable Income ten = 2.5 N/A 
Average Hourly Earnings +3. + 6.7 N/A 
Producer Prices +10. +9.0 N/A 


Consumer Prices +17). + 3,0 N/A 
As Marked 
Central Bank Discount Rate 1981 1982(est.) 1983(est.) 
Year-End and 9/30/82 a2: % 10 % N/A 
Yield on Industrial Bonds; 1981 Average; 8/15/82 13.54% 12.92% N/A 
Labor Force (in thousands); 8/15/82 4,225 4,301 N/A 
Average Unemployment Rate; 1981 average; 8/15/82 2.5% 3.1 3 N/A 
Exchange Rate: SEK per U.S. $1.00 __ ee 6.00 6.00 


FlOloisiu] 


Main imports from the U.S. in 1981: Machinery, appliances, and telecommunications 
equipment, 908; Chemicals, pharmaceuticals, and plastic materials, 201; Foods, 
beverages, and tobacco, 171; Motor vehicles and other means of conveyance, 


164;Instruments and Optical goods, 159; Coal and coke, 106; Metallic ores and metal 
scrap, 32. 


Sources: The Swedish Ministry of the Budget and Economic Affairs; Central Bank; 
Central Bureau of Statistics; Economic Research Institute; and Labor Market Board. 





1. SUMMARY 


Sweden's Social Democratic Party returned to power after the 
September 19 elections with promises to get Sweden moving 
again, including the lowering of the high level (for Sweden) of 
unemployment. Whether planned measures to increase investment 
in building, infrastructure and the forest products and energy 
industries will have an overall stimulatory effect will depend 
on how the Government finances them. 


For the present year, Sweden's economy will probably remain 
about level. There was much business apprehension concerning 
the outcome of the elections, where economic issues were 
paramount. Domestic investment is stagnant, industry is marked 
by unused capacity and there is some concern that more 
investment is going abroad than is staying at home. 

Private sector development may be impeded by the Government's 
use of resources-—-its revenues are two-thirds and its debt half 
of GDP. 


Sweden's foreign economic situation is helped by a current 
improvement in merchandise trade. And the balance of payments 
as a whole is getting better, although remaining in deficit. 
The country's petroleum imports are declining. That and a 
shift in suppliers is reducing Sweden's OPEC dependency. But 
there is an increasing deficit in invisibles, notably interest 


on foreign debt. A steady rise in the dollar exchange rate is 
having net negative effects on Sweden's economy since many of 
its large imports must be paid for in dollars. The previous 
government foresaw a steady reduction in the balance of 
payments deficit. But this reduction depends on the 
maintenance of present exchange rates and oil prices. 


2. THE ECONOMIC OUTLOOK: Possible Stimulation 


In the April Governmental Economic Policy Statement, Sweden's 
1981 Gross Domestic Product (GDP), down 0.9 percent from 1980, 
was predicted to rise by 1.4 percent in 1982 in constant 1975 
prices. The Statistical Bureau announced, however, on 
September 23 that according to preliminary figures GDP probably 
fell in the first six months of 1982 by 0.4 percent in 
comparison with the same period last year. The earlier 
prediction now appears optimistic. The April estimate for 1983 
in the Governmental Policy Statement was for a 2.4 percent rise 
in GDP (at constant 1975 prices). The Federation of Swedish 
Industries, on the other hand, predicted in June that GDP, 
after a decline in 1982 of 0.9 percent, would climb in 1983 by 
1.9 percent. 





The incoming Social Democratic Government's planned economic 
measures could stimulate production. That party wants to 
increase employment by government investments in construction, 
roads, railroads, and the energy and forest product 

industries. These investments could amount to as much as SEK 7 
billion ($1.2 billion) over a two year period. If all these 
Outlays were new ones and did not replace plans made by the 
previous government, they would represent a 6 percent increase 
in government investment. On the other hand, these measures 
probably will increase the budget deficit, necessitate more 
foreign borrowing, and require at least some tax increases, all 
of which will offset the stimulus to the economy. 


The Social Democratic victory could also eventually bring about 
some version of the profit-sharing plan known as wage-earner 
funds. As last formulated by the party during the election 
campaign, these funds would derive from a governmentally 
authorized levy on company “excess profits and salaries. The 
funds would be administered (how and by whom is not yet clear) 
to increase the risk capital available for investment in 
Swedish companies. This idea was anathema to the business 
community during the campaign, and it supported the 
non-socialist parties' efforts to use the issue against the 
Social Democrats. The prognosis is that the issue will be 
studied and discussed over the next two years in search of a 
compromise acceptable to industry and to the labor 
organizations' proponents of the plan. The outlook now is for 
cooperation between business and industry and the new regime. 

A representative of one of Sweden's major industries may have 
spoken for all when he said that business have worked well with 
the Social Democrats before and anticipate being able to do so 
again this time. He even left the door open for dicusssions of 
wage-earner funds or some other kind of profit-sharing scheme. 


3. FOREIGN TRADE: Improving 


The Embassy anticipates no change in Sweden's free trade policy 
under the incoming Social Democratic Government. 


Sweden's trade balance was considerably better in 1981 than in 
1980, although still in deficit. The prognosis for the current 
year is for a positive balance. However, service deficits, 
heavy interest payments on the Government's foreign debt, and 
large foreign aid donations, have brought and will bring the 
rest of Sweden's balance of payments heavily into deficit for 
1981, 1982 and 1983. The latest available 1982 figures 





5 - 


(January-August) show imports of SEK 104.8 billion ($17.47 
billion), exports of SEK 105.2 billion ($17.53 billion), and an 
SEK 0.4 billion ($66.7 million) trade surplus. For 1982 as a 
whole, exports of SEK 167.4 billion ($27.9 billion) and imports 
of SEK 164.6 billion ($27.4 billion) were predicted in the May 
report of the Parliament's Finance Committee. But an unusual 
SEK 3.9 billion ($650 million) deficit in August alone makes 
the prediction of a surplus for the year as a whole seem 
optimistic. Assuming constant oil prices and no significant 
alterations in exchange rates, the GOS foresees an SEK 6.7 
billion ($1.1 billion) trade surplus for 1983, with exports of 
SEK 188.6 billion ($31.4 billion) and imports of SEK 181.9 
billion ($30.3 billion). These merchandise surpluses will be 
offset by deficits in the invisibles trade. The deficit in 
services alone is expected to amount to SEK 11.6 billion ($1.9 
billion) in 1982 and SEK 11 billion ($1.8 billion) in 1983. 


The United States has recently risen from seventh to sixth 
place among Sweden's customers and continues to be third among 
suppliers after West Germany and the United Kingdom. The 
United States took 6.1 percent of Sweden's exports and 
furnished 8.2 percent of Sweden's imports in 1981. 


Sweden's dependency on OPEC and on oil imports are both on the 
way down. Oil deliveries as a whole dropped four percent 
during the first four months of the year in volume terms. The 
Swedish Petroleum Institute calculates that the volume of 
1982's oil imports will be 3.5 percent lower than 1981's. This 
reduction derives from both economic conservation measures and 
decreased economic activity. For the first quarter of 1982, 
the proportion of total crude oil imports which came from the 
Middle East (nearly all from Saudi Arabia) declined from 5l 
percent to 36 percent compared with the same period in 1981. 
Norway is now the third largest source of Sweden's crude, 
providing 20 percent of Sweden's imports in the first quarter 
of 1982. Sweden's deficit in trade overall with OPEC nations 
decreased from SEK 8.8 billion ($2.1 billion) in 1980, to SEK 
3.5 billion ($0.6 billion) in 1981. 


4. BALANCE OF PAYMENTS: Continuing Deficit 


Preliminary figures for the first half of 1982 show a deficit 
of SEK 5.1 billion ($850 million), which is unchanged from the 
level of the same period in 1981. Although the results tallied 
so far this year have not improved, the outlook is more 
optimistic for the longer term. For 1981 as a whole, the SEK 
15.7 billion ($3.1 billion) deficit compared favorably with the 





previous year's 18.8 billion ($4.5 billion) shortfall. The 
merchandise component of Sweden's balance of payments in 1981 
showed an even sharper improvement of SEK 8.7 billion ($1.7 
billion). However, interest payments on foreign debt went up 
by SEK 5.3 billion ($0.9 billion). The balance of payments 
deficit as a percentage of GDP decreased from 3.6 percent in 
1980 to 2.8 percent in 1981. 


The previous government estimated in May that the deficit in 
1982 would be SEK 14.4 billion ($2.4 billion). The prediction 
for 1983 is for an SEK 10.5 billion ($1.75 billion) shortfall. 
With the Government's assumption of steady markets in petroleum 
and foreign exchange, these predictions appear reasonable. The 
deficit for 1983 may be lower if the Social Democrats' planned 
economic measures require extensive increased foreign borrowing. 


5. THE PUBLIC SECTOR: Predominating 


Sweden's public expenditure and tax levels are the highest 
among Western countries. Overall government consumption in 
Sweden rose from 45 percent of GDP in 1970 to 66 percent in 
1981. Taxes which now rise to 85 percent at the margin for 
higher incomes are due to go down to 80 percent after 1983. 

The Value Added Tax, currently at 21 percent, will be increased 
by the incoming regime to 23.46 percent to pay for planned 
readjustments in the social welfare program. It seems likely 
that the recently elected Social Democratic government will 
expand the public sector still further. 


The budget deficit has been improving. The previous 
government's estimate for the deficit for fiscal year 1983 
(ending June 30, 1983) went down from SEK 82.6 billion ($13.8 
billion) in January to SEK 77.9 billion ($13.0 billion) in 
September. Interest on the national debt, at SEK 39.4 billion 
($6.6 billion), is the second largest budget item, exceeded 
only by outlays for the Health and Social Affairs Ministry (SEK 
64.6 billion or $10.8 billion). The prognosis for the future 
is that the deficit will rise beyond previous predictions as a 
consequence of investment and employment support measures which 
the Social Democrats say they will enact. 


The previous government's three budget cutting programs over 
the past two years reduced the deficit only slightly. The 
regime was criticized in the OECD for the slowness with which 
these reductions were carried out, while the then Social 
Democratic opposition accused it of endangering the interests 





of the needy. Budget reductions are politically difficult, 
especially in the field of local government where most of the 
welfare measures are centered, and where even the previous 
government planned to create 6,500 more jobs in 1982, and 2,000 
more in 1983. 


6. CONSUMPTION: Rising 


The previous Government's estimate called for a decline in 
private consumption in 1982. But there are now indications of 
a small upswing. The Statistical Bureau announced on September 
23 that private consumption rose 0.6 percent in the first six 
months of the year. 


Among retail sales categories, durable goods had the best 
showing, with a 7 percent increase in the first quarter over 
the same period last year. One key indicator, personal vehicle 
sales, went up 15 percent in the first six months of 1982, 
arresting a long downward trend. Some of this rise may be 
accounted for by long-delayed purchases of replacment 
vehicles. Retail food sales remained steady. However, there 
has been a recent sharp increase in retail store bankrupties. 
A recent stern warning from the Central Bank for banks to hold 
down consumer credit can be expected to work against any 
consumption increases. 


The Statistical Bureau also announced a 2.5 percent rise in 
local government consumption, which more than offset a 2.5 
percent drop in central government consumption. Public 
consumption overall rose 1 percent as a result of these changes. 


7.  j§INVESTMENT: Probably up 


The incoming Social Democratic Government regime's intention to 
increase government investment by SEK 7 billion over the next 
two years should create some modest opportunities for U.S. 
Suppliers to a certain extent by its direct stimulating effect 
on the areas involved but more importantly by its effects on 
other industries. 


Private investment, on the other hand, seems on its way down. 
Preliminary government statistics show a 4.9 percent decline in 
gross investment for the first half of 1982. The August survey 
by the Government's Central Statistical Bureau of firms with 
more than 200 employees indicated there would be a drop in 
private investment of 15 percent in 1982 and of a similar amount 


in 1983. The largest investment decreases are expected in the 





building industry (20 percent) and in machinery manufacturing 
(15 percent). Only the chemical and wood products industries 
indicate any plans to increase investment in 1983, according to 
the survey. 


Also pointing to low domestic investment levels was a survey of 
capacity utilization in industry at the end of the first 
quarter carried out by the Federation of Swedish Industries. 
The survey, based on the responses of 250 firms, concluded that 
capacity utilization was lower than at any other time since the 
Second World War. The investment ratio (fixed investment 
divided by GDP) was 18.6 percent in 1981, down from 1980's 19.5 
percent. This is not surprising given the amount of 
over-capacity and the failure of order books to show any signs 
of new life. 


Swedish private investment at home has fallen behind Swedish 
private investment in other countries. The total of Swedish 
investment abroad is probably rising, since the value of 
Central Bank investment permits is going up. During the first 
half of 1982, it showed a real increase of about 13 percent. 
These investments were directed principally toward the United 
States, the United Kingdom, Denmark, France, and Norway. 
According to some election utterances, the new government may 
try to slow down this foreign investment trend. 


8. FINANCIAL: Debt Burden Heavy 


Sweden's national debt, at SEK 330 billion ($55 billion), is 
more then half of GDP. The amount owed abroad, at repayment 
cost, is SEK 75 billion ($12.5 billion). Sweden's foreign debt 
service ratio (foreign debt amortization plus interest 
payments divided by exports) is estimated informally at 13 
percent by the National Debt Office, where that quantity is not 
officially monitored. Official foreign exchange reserves 
provided just over one and a half months of import cover. But 
if the Central Bank's gold holdings were valued more closely to 
the going market price, at $300 per ounce for example, this 
coverage would be more like two and one third months. 


On July 9 Sweden signed its largest foreign loan so far, SEK 
7.4 billion ($1.2 billion), which includes a $300 million line 
of credit from Japanese banks. In addition to this as yet 
undrawn amount, there is an SEK 7.8 billion ($1.3 billion) 
undrawn balance from other previously arranged loans. Net 
interest payments on foreign debt were SEK 11.5 billion ($1.9 
billion) in 1981, according to preliminary estimates. They are 





expected to amount this year to SEK 14.6 billion ($2.4 billion) 
and SEK 16.4 billion ($2.7 billion) in 1983. The Embassy 
anticipates that the incoming Social Democratic Government will 
step up Sweden's foreign borrowing to pay for its planned 
investments and measures to reduce unemployment. 


The dollar has risen by more than half over the past two years, 
reaching SEK 6.315 (buying rate) on October 4. It is now the 
most important component of the Central Bank's currency index, 
having replaced the West German mark in April. Sweden buys 
more goods for dollars (notably petroleum) than it sells, so 
the net effect of the dollar rise is detrimental to Sweden's 
economy. 


An innovation in the capital market was the introduction on 
July 1 of "National Deficit Bills of Exchange." These Central 
Bank obligations run for 6 months or one year and are 
currently issued at 14.15 or 14.4 percent interest, 
respectively. They are available to non-bank firms in 
denominations from one to 100 million SEK and are sold through 
bidding. 


Sweden allows foreign banks to have representative offices but 
not branches or subsidiaries on its soil. There are 15 such 
offices, four of them American, Chase Manhattan, Citibank, 
First Chicago and Manufacturers Hanover. A government 
commission is currently studying the feasibility of a change in 
the banking law to allow and set conditions for branching or 
subsidiaries. Its report should be published early in the new 
year. 


9. INFLATION: Slowly Down 


The Consumer Price Index (CPI) rose in 1982 by 6.7 percent 
through August 15. Price increases were especially sharp for 
food and shelter, which take up half the average household's 
budget. 


Given the level reached so far, the GOS estimate of an 8 
percent inflation rate for the year as a whole may be 
optimistic. In addition to further food price increases, an 
automatic wage rise, triggered when the Price Clause Index, a 
modified version of the CPI, exceeds 6.99, is now anticipated 
to occur in October. Although it has been slowing down, 
Sweden's inflation rate remains ahead of the rates in the 
principal countries with which it trades. The prognosis for 
next year is that the rate of inflation will move up to about 
percent, but the new Government's spending program could well 
push it higher. 





10. LABOR: Unemployment up 


The incoming government may owe its election victory to its 
promises to lower the level of unemployment. In addition to 
the government investment plans outlined above, it plans to 
increase the funding of the National Labor Market Board (the 
government employment agency) to pay for training, placement 
and what amounts to make-work jobs. 


The Government's Central Statistical Bureau on September 8 
stated that unemployment in August came to 166,000, 3.7 percent 
of the labor force. This figure is low by international 
standards, but a record high for Sweden, where it broke the 3 
percent barrier only last December. With dismissals 
increasing, the Swedish Government's statisticians foresee an 
unemployment rise to 4 percent in the. fall, before the new 
government's measures begin to have any effect. 


Labor costs in Sweden stood in May of this year at 297.9 on an 
index based on the 1973 level. Average hourly wages for 
workers in mining and manufacturing stood that month at SEK 
40.01 ($6.67). New wage negotiations are slated to start in 
November. The Social Democrats, realizing that high labor 
costs have caused Sweden to lose some of its market shares, 
will try to keep wage settlements modest. 


11. IMPLICATIONS FOR THE UNITED STATES 


The quality of American goods, combined with efficient 
after-sales service, and favorable terms of payment and credit 
can continue to offset to a great extent the damage done by a 
substantially more costly dollar. This is due to the high 
degree of sophistication of Swedish industry, which imports 
large volumes of U.S. components and sub-assemblies for 
incorporation into the product of Sweden's capital goods 
manufacturing industries, its export leaders. Also, the 
continuing need to increase productivity to offset expensive 
labor costs continues to favor technologically advanced 
American goods. Within this grouping are computer hardware and 
software, business equipment, telecommunications equipment, 
medical equipment, analytical and scientific equipment, process 
control equipment, food processing and packaging equipment, 
safety and security equipment, and materials-handling 
equipment. U.S. exports of leisure apparel, sought after 
because of their style and aided by Swedish restrictions on 
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market access by low price Asian imports, have also done well, 
gaining 5 percent of Sweden's total imports. Similarly, 
American goods in a variety of smaller niches such as sporting 
goods, toys and games, household appliances and do-it-yourself 
products, have demonstrated surprising strength. Although the 
strong dollar may well hamper future gains, tourism to the 
United States has developed into a substantial though not 
readily quantifiable foreign exchange earner, aided by a 
general public interest in American things and encouraged by 
heavy travel industry promotion of the United States as a 
vacation destination. Financial services may some day find a 
market in Sweden if the banking law is changed to allow’ 
branching and susidiaries by foreign banks. 


Although the incoming Social Democratic Government is planning 
over a billion dollars worth of investments over the next two 
years, the prime purpose of these measures is to increase 
employment. The kind of capital-intensive goods with which the 
United States does best in this market will probably not be a 
Significant portion of these investments. For this reason the 
Embassy concludes that American business opportunities from 
these investments will be modest. 


Participation in Swedish trade fairs is one of the best means 
of testing and entering the Swedish market. For this reason, 


the Embassy lists here a number of shows scheduled for next 
year by some of Sweden's leading international trade fair 
organizations: 


1. Stockholmsmassan 
S-125 80 Stockholm, Sweden 
Telex 10660 


Stockholm Technical Fair 

Products: General Industrial Equipment 
Dates: October 20-26, 1983 

Frequency: Annual 


Medicine 83 

Products: General Medical & Surgical Equipment 
Dates: November 30 - December 2, 1983 
Frequency: Annual 


Modemassan 

Products: Women's Men's and Children's Apparel 
Dates: March 12-15, 1983; September 10-13, 1983 
Frequency: Semiannual 





Malmo Exhibition Center 
Box 19015 

S-200 73 Malmo, Sweden 
Telex: 32256 


Grafex 83 
Products: Printing Industry Equipment 
Dates: March 22-23, 1983 


Svenska Massan Stiftelse 
Box 5222 

S-402 24 Goteborg, Sweden 
Telex: 20600 


ISM/Scanmetal 

Products: General industrial and metal working equipment 
Dates: March 17-22, 1983 

Frequency: Annual 


Datakraft 

Products: Computer hardware and software 
Dates: October 3-7, 1983 

Frequency: Annual 





